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NEw HavPSHI RE ELECTRI ¢ COOPERATI VE, | NC.
Request to Anend Restructuring Conpliance Filing
Order Approving Procedural Schedule and Granting Interventions

ORDER NO 23, 342

Novenber 15, 1999

APPEARANCES: Dean, Rice & Kane by Mark W Dean, Esq.
for New Hanpshire Electric Cooperative, Inc.; Gerald M Eaton
Esg. for Public Service Conpany of New Hanpshire; Janes Rodier,
Esqg. for Freedom Partners, LLC, AG- Direct Energy, Ltd. and Town
of Waterville Valley; Robert A Backus, Esq. for the Canpaign for
Rat epayers' Rights; Janmes A Mnahan for Cabl etron Systens, Inc.;
O fice of Consunmer Advocate by F. Anne Ross, Esq. for residential
ratepayers; and Donald M Kreis, Esq. for the Staff of the New
Hanmpshire Public Utilities Conm ssion.
| . PROCEDURAL HI STORY

On Cctober 1, 1999, the New Hanpshire Electric
Cooperative, Inc. (NHEC) filed with the New Hanpshire Public
Utilities Comm ssion (Conm ssion) a Mdtion to Amend its
Conpliance Filing relative to NHEC s obligations under the
State’s electric utility restructuring |law, RSA 374-F. The
notion concerns the Settlenment Agreenent entered into on
Sept enber 30, 1999 by NHEC and Public Service Conpany of New
Hanmpshire (PSNH) to resolve litigation over whol esal e power
arrangenments. The Settl enent Agreenent, anong ot her things,
affects the level of NHEC s currently approved stranded cost
recovery and allows for the full inplenentation of conpetitive

choi ce. Consequently, NHEC seeks to anend the conpliance filing

t hat was approved by Order No. 23,013 (Septenber 8, 1998), O der
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No. 23,243 (June 28, 1999) and Order No. 23,249 (June 30, 1999).
NHEC proposes to inplenent retail choice throughout its service
territory on January 1, 2000.

The filing raises, inter alia, issues related to NHEC s

stranded cost recovery charge, including the establishnment of a
regul atory asset to cover Seabrook related costs; NHEC s proposed
acquisition of transition and default power supply; NHEC s
proposal to acquire additional financing through the National
Rural Utilities Cooperative Finance Corporation (CFC) and its
plan to pay $18 mllion of these borrowed funds to PSNH i n order
to term nate NHEC s whol esal e power supply contract with PSNH
(the so-called Anended Partial Requirenents Contract, or "ARPA)
on January 1, 2000 and settle all outstanding stranded cost
cl ai rs between the two conpani es.

On Cctober 18, 1999, the Conm ssion issued an Order of
Noti ce scheduling a pre-hearing conference and technical session
for Novenber 9, 1999. At the pre-hearing conference, wthout
obj ection, the Comm ssion granted the notions to intervene of AGF

Direct Energy, Ltd. and Town of Waterville Valley.
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[1. POSITIONS OF THE PARTI ES AND STAFF
A New Hanpshire El ectric Cooperative

NHEC noted that amending its Restructuring Conpliance
Filing to reflect the settlenment of the conpany's four years of
[itigation with PSNH will significantly reduce NHEC s stranded
costs, thus lowering rates, and permt NHEC s custoners to choose
their electricity suppliers as of January 1, 2000. Specifically,
NHEC asks the Comm ssion's approval for its proposed nethodol ogy
for establishing stranded costs; the acquisition of additional
financing from CFC, the use of that financing (1) to fund NHEC s
$18 mllion APRA termi nation paynment, (2) to restructure NHEC s
Seabr ook-rel ated debt to 12 years, and (3) to fund the paynent of
an additional $8.5 million owed by NHEC to PSNH on an out st andi ng
note. The conpany points out that, unlike the proposed
settlenment of PSNH s stranded costs now pendi ng before the
Comm ssion, NHEC is not proposing to securitize any of its
stranded costs.

NHEC further seeks approval for its plan to acquire
transition and default service for the five-nonth period
begi nning on January 1, 2000. According to NHEC, it issued
requests for proposals for transition and default service, is
currently in negotiations with three bidders and expects to sign
contracts by the end of Novenber. The conpany anticipates it

will file in early 2000 for transition and default service for
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the period after May 31, 2000. NHEC al so requests approval of a
mechanismto permt its special contract custoners to obtain
power in the conpetitive market and to establish recovery
mechani snms, rate design and tariff changes in connection with
stranded costs, wheeling costs, transition service and default
servi ce.

In connection with its PSNH settl enment, NHEC notes that
FERC has issued a ruling requiring NHEC custoners to continue
payi ng APRA demand charges to PSNH even whil e purchasi ng power
fromconpetitive suppliers. Because the settlenment provides for
the term nation of APRA, the demand charges associated with APRA
woul d al so be elim nated.

NHEC further noted that PSNH has been purchasi ng NHEC s
share of the Seabrook power output but that this so-called
Sel | back Agreenent expires on June 30, 2000. At that tinme, NHEC
will be carrying approximately $106 mllion in Seabrook-rel ated
debt. Therefore, NHEC is proposing to establish a regulatory
asset for Seabrook-rel ated stranded costs as of July 1, 2000 and
to restructure this debt so as to pay it off conpletely within 12
years. According to NHEC, it is commtted to divesting its
interest in Seabrook but, as the owner of only 3% of the
facility, it believes it will achieve maximumvalue if it acts in
concert with other investors to sell a controlling interest in
Seabrook. The NHEC filing assunmes for nodeling purposes that its

interest in Seabrook will be sold on January 1, 2001 for
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$3, 750, 000 and that NHEC will be required to pay $6, 000,000 into
t he deconm ssioning trust at that time. NHEC proposes on July 1,
2000 to wite off the book value of its Seabrook investnent |ess
the estinmated sale price.

Because its proposal does not call for recovery of
Seabr ook-rel ated stranded costs until the term nation of the
sel | back agreenent on June 30, 2000, and because rates woul d
decrease on January 1, 2000 under the plan, NHEC proposes to
recover all costs associated with the PSNH note between January
1, 2000 and June 30, 2000. According to NHEC, this will have the
salutary effect of filling in the rate 'gap' between the
begi nni ng of conpetition and the comencenent of Seabrook-rel ated
stranded cost recovery, while also permtting NHEC to save
significant interest expense through prepaynent of the note.

NHEC requests that certain additional matters be
resol ved when the Conmi ssion rules on its proposed nodifications
to the conpliance filing. These additional matters are (1) an
adj ustnent to the al ready-approved restructuring surcharge that
t he Conpany woul d have sought in Septenber in any event, (2) a
request to recover in base rates certain costs associated with
litigation related to Mai ne Yankee, and (3) approval of NHEC s
| owi nconme program

Finally, NHEC drew the Comm ssion's attention to its
notion for confidential treatnent of the financial forecasts it

submtted in connection wwth its prefiled testinony. The conpany
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noted that all parties wishing to review these docunents had
agreed to sign confidentiality agreenents prior to their review

B. Publ ic Service Conpany of New Hanpshire
PSNH noted that it supports NHEC s requests and is
participating in this docket mainly to provide information as
necessary.
C. Canpai gn for Ratepayers' Rights
The Canpai gn for Ratepayers' Rights indicated that it
is not yet taking a final position on the matters at issue but is
pl eased that the NHEC Settl enent does not involve securitization.

D. Freedom Partners, LLC, AG- Direct Energy, Ltd. and Town
of Waterville Valley

On behalf of these parties, M. Rodier expressed sone
concern that the process NHEC i s using to ensure whol esal e
conpetition for transition and default service may not be
adequate. He indicated that it may be appropriate to approve the
pendi ng proposals relating to transition and default service on
the basis that the approval sets no precedent for what should
occur after May 1, 2000. On behalf of the Town of Waterville
Vall ey, M. Rodier characterized NHEC s plan for stranded cost
recovery as too aggressively "front-|loaded" and inconsistent with
the level of rate relief that NHEC s retail customers have been
expecting with the advent of conpetition.

E. Cabl etron Systens, Inc.

Cabl etron Systens, Inc. is generally favorably inclined
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toward approval of the NHEC-PSNH settl| enent.
F. O fice of Consunmer Advocate

OCA' s chief concerns involve rate design. OCA
guestions whether it is appropriate to establish a Regi onal
Access Charge that is roughly one-third higher for the
residential class than for non-residential custonmers. Regarding
Transition Service, OCA questions whether one rate for al
cl asses makes sense in ternms of providing conpetitive options
equal ly for all classes.

OCA al so has concerns about the duration of transition
service. |If that question is left unanswered when the second
round of transition service bidding occurs, OCA believes the bids
may be unnecessarily high. OQher concerns of OCA relate to
whet her there wll be "brandi ng" when custoners are billed for
transition service and the charges to be inposed on conpetitive
suppliers.

G St af f

Staff comended NHEC for reaching a negoti ated
settlement wwth PSNH and indicated that it has not fully
devel oped its position on the matters at issue. Wth regard to
NHEC s notion for protective order, Staff indicated that it would
like to review the unredacted versions of the docunents at issue
before taking a position. NHEC supplied the unredacted versions

to staff during the technical session.
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I'11. PROPOSED SCHEDULE

During the prehearing conference,

the parties had an

opportunity to neet infornmally and to agree upon a proposed

schedul e to govern the remai nder of the proceedi ngs on NHEC s

notion. The proposed schedule is as foll ows:

Deadline for submtting rolling data
requests to NHEC

NHEC responses to all data requests
Techni cal session/settl enent

Submit settl enent

Testinony from Staff and I ntervenors

Di scovery on Staff/Intervenor testinony
(techni cal sessions and/or depositions)

Hearing on the nerits

November

Novenber
Novenber
Novenber
Decenber

Decenber

Decenber

24, 1999
29, 1999
29, 1999
29, 1999
3, 1999
6-7, 1999
9-10, 1999
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V. COWM SSI ON ANALYSI S

We believe that the proposed schedul e, although
anbitious, is appropriate given the January 1, 2000 effective
date of NHEC s agreenent with PSNH and the attendant conmencenent
of conpetition in the NHEC service area. Accordingly, we approve
the schedul e as proposed by the parties. W wll grant both
additionally requested interventions because the requesters have
stated a basis for intervention under our rules and granting such
interventions will not interfere wwth the orderly handling of the
docket. Wth regard to NHEC s notion for confidential treatnent,
we w |l defer consideration of the issue pending Staff's review
of the unredacted versions of the docunents in question.

Based upon the foregoing, it is hereby

ORDERED, that the procedural schedul e delineated above
is APPROVED;, and it is

FURTHER ORDERED, that AGF Direct Energy, Ltd. and the
Town of Waterville Valley are granted intervenor status; and it
IS

FURTHER ORDERED, that the Petitioner, New Hanpshire
El ectric Cooperative, Inc., cause a copy of this order to be
publ i shed no I ater than Novenber 22, 1999 in a newspaper wth
statewi de circulation or of general circulation in those portions
of the state in which operations are conducted, publication to be

docunented by affidavit filed wth the Comm ssion on or before
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Novenber 29, 1999.
By order of the Public Uilities Conmm ssion of New

Hanpshire this fifteenth day of Novenber, 1999.

Dougl as L. Patch Susan S. Gei ger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Thomas B. Getz
Executive Director and Secretary



